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ANNUAL 


REPORT 


T 0 


STOCKHOLDER 


To the Stockholders of Sears , Roebuck and Co.: 

Sales for our business year ending January 29, 1935 were $338,603,706 as compared with 
$289,289,547 for the preceding business year. Sales exceeded the level of 1932 by $62,000,000. 

Net profits for the year were $15,020,551 as compared with $11,249,295 for the preceding 
business year and a loss for 1932. 

Charges of $15,000,000 are being made against earned surplus account, as follows: 

Originally goodwill was carried on the books of this company at $30,000,000. Of this, 
$20,000,000 had been written off in prior years. We are writing off the remaining balance of 
$10,000,000. Although we are following a good precedent in writing goodwill down to $1.00, 
it must be understood that the goodwill of this company built up over a period of over 40 
years is a very large asset. 

According to our well established practice, we have carried $2,000,000 in our deferred 
charges as deferred advertising expense. We have also charged this item to surplus. 

It was stated in last year’s report that the reserve for Federal Income Taxes was sufficient 
to meet all outstanding claims of the Federal Government for prior years. This has not proven 
to be the case, as the Bureau of Internal Revenue has made rulings which forced the com¬ 
pany to pay $2,395,000 or $818,000 more than our reserve. On the other hand, we had an 
excess reserve for other taxes amounting to $435,000. The difference between the two, 
amounting to $383,000, is being charged to surplus. A complete settlement has been made 
with the Federal Government to include Federal Taxes up to and including 1931. 
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ANNUA L 


REPORT 


T 0 


S TOCKHOLDERS 


About $11,000,000 in mortgages were liquidated during the year and the Modern Homes 
Department was discontinued. The losses, amounting to $1,637,000, incident to the liquida¬ 
tion of mortgages, closing of the department, and the reacquiring of properties, were charged 
to surplus even though the reserve available would probably have been ample to cover both 
this write-off and the future remaining liquidation losses. 

Under the terms of the agreement with the Julius Rosenwald Estate as fully explained in 
my letter which accompanied the annual report of January 28th, 1933, we have charged to 
surplus $1,000,000 formerly shown on our statement as a contingent liability. 

Our working capital has increased $11,272,000 during the year. 

The company has continued its policy of taking a heavy depreciation on its fixed assets. 
In 1934 such depreciation amounted to $5,459,000. 

Our repairs and maintenance charges, amounting to $2,141,000, include not only the 
ordinary repair and maintenance work in Mail Order plants and Retail Stores but also 
remodeling, relocation and building alterations in new stores. 


We feel that our reserves are more than sufficient to meet every contingency. In 1932 we 
set up reserves for excess rentals and for leasehold obligations on closed stores. All such 
charges during the past three years have been absorbed in current operations and the reserve 
has been left intact. We feel that there is no further necessity for these reserves and they could 
properly be transferred back to surplus. We are, however, transferring them to the reserve 
for contingencies. 


March 14, 1935 
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ROEBUCK AND CO... CONSOLIDATED BALANCE SHEETS 
Excluding wholly owned Insurance Companies shown as Investments 


CURRENT ASSETS: 

Cash. 

Marketable Securities. 

C Market Value $2,405,758.02 ) 

Accounts and Notes Receivable: 

Customers’ Installment Accounts (average terms ten 


S S E T S 

January 2g, 1935 


$ 7*79°»934-57 
3 , 592 » 564-79 


January 29, 1934 


$ 8,352,476.61 
5,329,711.94 


months)... 

Employes’ Accounts Receivable.... 

Other Notes and Accounts Receivable. 

$ 23,012,322.18 
480,038.56 
3,948,774.30 


$ 17,040,386.06 
462,481.35 
3,636,706.57 


Total... 

Less ’.Reserve for Collection andDoub tfulAccoun ts 

27,44*,135-04 
3,041,879.87 

24,399,255-l7 

21**39,573-98 

2,289,418.30 

18,850,155.68 

Inventories ( Valued at lower of cost or market): 

Merchandise.... 

Catalogs in Process and Supplies... 

63,669,631.69 
2,684,624.01 

66,354,255.70 

69,276,366.36 

3,020,510.15 

72,296,876.51 

Total Current Assets.. 


102,137,010.23 


104,829,220.74 

MORTGAGES RECEIVABLE. 

Less: Mortgages Sold under Repurchase Contract 

28,701,384.02 

20,024,447*30 


40,404,299.58 

29,488,650.06 


Balance. 

Reacquired Homes held for resale... 

8,676,936.72 

4,854,396.67 


10,915,643.52 

3,906,201.73 


Total..... 

Less: Reserve for Collection and Unrealized Losses 

*3,53 **333-39 
3,218,843.73 

10,312,489.66 

14,821,845.25 

4,303,415**0 

10,518,430.15 


STOCK PURCHASE ACCOUNT 

Julius Rosenwald Estate. 

188,235 Shares of The Company’s Capital Stock at 
$21.25 per Share, subject to call at the same price on 
or before December 31, 1936 

ADVANCES UNDER CONTRACT 
Julius Rosenwald Estate..... 

PURCHASE MONEY MORTGAGE. 

INVESTMENTS AND ADVANCES 
Unconsolidated wholly owned Insurance Companies... 
$225,000.00 of this investment is under option of sale 
to employes of the Allstate Insurance Co. 

Securities of Other Companies. 

Notes, Loans, and Advances to Manufacturers. 

Total. 

Less: Reserve for Possible Losses . 

DEFERRED CHARGES TO FUTURE OPERATIONS 

FIXED ASSETS 

Land. 

Buildings... 

Furniture, Fixtures and Equipment. 

Total... 

Less: Reserve for Depreciation ... 

EQUITY IN PROPERTIES 

Land and Buildings.. 

Less: Mortgages . 

Balance. 

Less: Reserve for Depreciation . 

PLATES, DRAWINGS, CUTS AND GOODWILL, 
Encyclopaedia Britannica ... 

GOODWILL. 


4,000,000.00 


4,000,000.00 


12,000,000.00 


1,000,000.00 

12,000,000.00 


1,900,000.00 


900,000.00 


$ 7, so6,874-88 
5,123,141-36 

12,230,016.24 

1,291,818.05 


$ 


10,938,198.19 12,838,198.19 
811,229.37 


6,421,627.33 

5,922,364.30 

12,343*991-63 

2,881,381.01 


9,462,610.62 10,362,610.62 
2,944,980.66 


8,662,656.46 

60,406,747-73 

28,235,836.49 

88,642,584.22 

33,552,719-28 55,089,864.94 63,752,521.40 

23,001,231.59 

10,788,075.00 

12,213,156.59 

2,497,365.20 9 , 7 i 5 , 79 i -39 

1,523,740.05 
1.00 


8,632,998.62 

59,214,840.31 
26,860,308.07 
86,075,148.38 

30,259,133.69 55,816,014.69 64,449,013-31 


22,992,284.12 

11,194,525-00 

*1,797,759**2 

2,011,103.84 


$217,090,981.29 


9,786,655.28 

1,707,324.37 

10,000,000.00 

$231,598,235.13 


‘■-’SvSc.-' 
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SEARS, ROEBUCK AND CO... CONSOLIDATED BALANCE SHEETS 

Excluding wholly owned Insurance Companies shown as Investments 


LIABILITIES AND CAPITAL 


CURRENT LIABILITIES: 

Accounts Payable—Trade Creditors... 

Due Customers—Refunds and Unfilled Orders.... 

Notes and Acceptances Payable. 

Reserve for Taxes including Federal Income Tax for Current Year 

Other Accruals. 

Total Current Liabilities .. 

RESERVES: 

For Federal Income Taxes—Prior Years. 

For Contractual Obligations.. 

For Special Building Depreciation..... 

For Excess Rentals..... 

For Leasehold Obligations on Closed Stores. 

For Contingencies..... 

For Other Purposes. 


January 2q, IQ35 

$ 5»i8o*397.94 
1,716,167.08 
18,877,000.00 
3*778,675.96 
2>3 36*858.06 
31,889,099.04 


$ 1,500,000.00 
1,000,000.00 


1,275,000.00 

783,030-14 4,558,030.14 


January 29, 1934 

$ 6,545,443.01 
2,001,200.08 
31,988,235.77 

3,160,128.19 

2,157,953-75 

45*852,960.80 

$ 1,576,223.24 
1,500,000.00 
400,000.00 
1,000,000.00 
275,000.00 

714,892.51 5*466,115.75 


CAPITAL STOCK—NO PAR VALUE... Shares 

Authorized. 5,000,000 

Issued. 4*939»762 

Less: 

Treasury Stock ....... 9,812 

Stock held by Trustee for Sale Under Employes 9 Stock Purchase Plan . 135,235 

Issued and Outstanding....... 4,794,715 


Shares 

5,000,000 

4*939*876 

9,812 

*49*953 

1 19,867,875.00 4*780, III 


119,502,775*00 


EARNED SURPLUS—ANNEXED EXHIBIT 


6o,775*977-h 

$217,090,981.29 


60,776,383.58 

$231,598,235.13 


To the Board of Directors 
Sears, Roebuck and Co. 

We have made an examination of the accounts and records of Sears, Roebuck and Co. and subsidiary companies relating to the 
consolidated balance sheet as at January 29, 193 5 and reviewed the consolidated income and surplus accounts for the fiscal year ended 
on that date, but we did not make a detailed audit of all transactions. The company's accounts have been consistently maintained 
in accordance with accepted accounting principles and all information and explanations desired were furnished. 

The accompanying consolidated balance sheet, based upon such examination, fairly presents, in our opinion, the financial condition 
of Sears, Roebuck and Co. and subsidiary companies as at January 29, 1935 and the related consolidated income account the results 
of operations for the fiscal year ended on that date. 

R. G. RANKIN AND CO. 
Certified Public Accountants 

Chicago, March 14, 1935 
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SEARS 


ROEBUCK AND CO... INCOME AND SURPLUS ACCOUNTS 
(.Excluding wholly owned Insurance Companies not Consolidated) 




CONSOLIDATED INCOME ACCOUNTS 

For the fiscal years ended January 29, 1935 and January 29, 1934 


Fiscal Years Ended 
January 29,1935 January 29,1934 


$289,289,546.79 

19,912,040.91 

269,377*505*88 
3,871,987.71 

273 , 249 * 493*59 
251,090,191.10 

22,159,302.49 

1,219,601.92 
5,007,606.16 

6,227,208.08 
15,932,094.41 

221,885.40 
568,972.86 

790,858.26 
16,722,952.67 

1,661,733.00 
1,200,000.00 
1,040,693.86 
1,571,230.53 

5*473»657.3Q 

Net Profit for the Year..... $ 15,020,550.87 $ 11,249*295.28 

Note: Net Profits of Unconsolidated Wholly Owned Insurance Companies Not 
Included in Consolidated Income Account Amounted to $303,523.22 for the 
Year Ended December 31, 1934, and to $160,581.82 for the Year Ended 
December 31, 1933. 


Gross Sales. $338,603,705.84 

Less: Returns, Allowances, Etc ... 25,391,001.63 

Net Retail and Mail Order Sales. 313,212,704,21 

Sales to Outside Sources by Wholly Owned Subsidiaries. 4,847,858,82 

Total. 318,060,563.03 

Less: 

Cost of Sales, Advertising, Selling, Administrative and General Expense 290,920,596.25 

Profit from Operations, before Repairs, Maintenance and Depreciation. 27,139,966.78 

Less: 

Repairs and Maintenance . 2,141,826.42 

Depreciation .... 5,459,056.84 

Total. 7,600,883.26 

Profit from Operations. 19,539*083.52 

Other Income: 

Dividends. 254,826.42 

Interest on Investments and Advances.....*. 310,832.62 

Total. 565,659.04 

Gross Income... 20,104,742.56 

Deductions from Income: 

Interest. .. 868,721.29 

Special Charges and Reserves . 800,000.00 

Contribution to Employes* Savings and Profit Sharing Pension Fund 861,682.90 

Federal Income Tax—Current Year . 2,553,787*50 

Total. 5,084,191*69 


CONSOLIDATED EARNED SURPLUS 


Balance January 29, 1934. 

Net Profit—Year Ended January 29, 1935 


$ 


Deduct: 

Write-down of Goodwill. 

Write-off of Deferred Advertising.. 

Settlement of Contingent Liability which existed under Con¬ 
tract with Julius Rosenwald Estate. 

Additional Federal Income Taxes—Prior Years.$ 818,594.25 

Less: Excess Reserve for Other Taxes . 435,269.66 

Loss and Expense incurred in Liquidation and Collection of 

Mortgage Loans.... 2,722,205.12 

Less: Amount Charged *‘Reserve for Collection and 

Unrealized Losses” ... 1,084,571.37 

Balance January 29, 1935. 


60,776,383.58 
15,020,550.8 7 

75 * 796 , 934.45 


$ 9 * 999 * 999*00 

2,000,000.00 

1 , 000 , 000.00 

383,324.59 


1,637,633.75 15,020*957.34 


$ 60,775*977.11 
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ALLSTATE INSURANCE COMPANY..'. 

ALLSTATE FIRE INSURANCE COMPANY combined statements of assets and liabilities 


/ 

t' 

« 

ASSETS 

Cash... 

Marketable Securities—stated at market value. 

Premiums in Course of Collection. 

Mortgage Loans.. 

Other Assets... 

Total 

LIABILITIES 

Losses in Process of Adjustment. 

Reserve for Taxes. 

Reserve for Unearned Premiums. 

Other Reserves... 

Policyholders* Surplus 

Cash Capital... 

Surplus...- 

Total 

OFFICERS 

LESSING J. ROSENWALD * Chairman of Board 
GILBERT E. HUMPHREY • President-Treasurer CARL L. ODELL • Vice-President 
WILLIAM N. LOWE * Secretary FRANK F. FOWLER • Comptroller 
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$ 289,978.20 

30,745-98 

442,576.06 

17,224.00 

$350,000.00 

671,026.76 1,021,026.76 

$1,801,551.00 


$ 35.131-98 

9,890.88 

327,828.14 

144,927-04 

$350,000.00 

384,198-38 734,198.38 

$1,251,976.42 


December 31, 1934 

$ 142,312.34 
1,169,521.61 
148,387.94 
320,163.86 
21,165.25 
$1,801,551.00 


December 31, IQ33 

$ 269,820.95 
837,576.24 
116,036.91 
18,090.00 
10,452.32 
$1,251,976.42 
















HERCULES LIFE INSURANCE COMPANY . . . statement of assets and liabilities 

As at December 31, *934 


ASSETS 


Cash. $ 212,443.72 

Marketable Securities—stated at Market Value. 807,831.00 

Premiums in Course of Collection. 8,522.74 

Other Assets. 12,539,39 

National Life Fund—contra. 26,954,486.9 r 

Total. $27,995,823.76 


LIABILITIES 


Legal Reserve required by law under Insurance Contracts... $ 10,296.26 

Reserve for Taxes..... 550.27 

Other Reserves... 2,173.62 

Agency Expenses due National Life Fund.. 11,621.86 

National Life Fund—contra. 26,954,486.91 

Capital Stock. 500,000.00 

Surplus... 516,694.84 

Total.. $27,995,823.76 


Note: The Hercules Life Insurance Company on February 8, 1934 entered 
into a reinsurance agreement with the Receiver for the National Life Insurance 
Company of the United States of America. 

The assets of the National Life Fund shown above are held and administered 
solely for the benefit of the former National Life Policyholders, who have no 
claim on any other assets of the Hercules Life Insurance Company. 

OFFICERS 

LESSING J. ROSENWALD * Chairman of Board 
GILBERT E. HUMPHREY • President-Treasurer CARL L. ODELL • Vice-President 

WILLIAM N. LOWE • Secretary FRANK F. FOWLER • Comptroller 
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KEN MORE 

WASHERS AND VACUUM CLEANERS 
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Born of Honesty and reared by 
Quality, these FAMOUS NAMES 
have an unseen place in the Balance 
Sheet. In 12,000,000 American homes, 
they are respected and approved. As a 
Stockholder, these names belongtoYOU. 
As a very important customer, you 
doubtless enjoy the advantages they bring. 

^ 0 MM***d 


HOSIERY 


fashion XailoitJ 

«>•« CLOTHES 

ROYAL.PURPLE 

prosperity 

POSTSMft N 



NiRSSIAS 


* flU CtOt*'* 6 


t oo us 


David Bradley 




"Sllti 


!$■£$ 


Reproduced with permission of the copyright owner. Further reproduction prohibited without permission. 




j4l R-CONDITI ON ED and artificially lighted 
throughout , this new Chicago retail unit oj Sears , 
Roebuck and Co. is the “ world's first windowless 
department store.”A daring departure from conven- 
tionaldesign fits beauty andpracticability is already 
acclaimed in the architectural and engineering 
worlds. Over 225,000people entered its doors on the 
opening day , November 22 ^ 1934—the largest 
crowd ever to attend the opening of a Sears store. 



LOCATED AT THE CORNER OF S3rd AND NALSTEO STREETS !N CHICAGO 
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